Pharma Sector Results Preview Q2FY11

Jaypee Capital Desk

October 15 '10

equityresearch@jaypeeindia.com
research@jaypeeusa.com

Jaypee
GENERIC COMPANIES-Absolute Returns
Company 1M (%) 6M(%) 12M(%)
Aurobindo 8.4 20.8 36.7
Biocon 16.3 32 52.2
Bilcare 12.7 29.3 60.4
Cipla 10.7 1.5 14
Cadila 12.3 19.5 103.2
Dr Reddys 9.6 33.2 64.5
Glenmark 7.4 15.6 29.2
GSK 17.6 27.4 50.7
Lupin 13.7 32.3 63.6
Sun Pharm 20 18 50.5
Ranbaxy 19.6 32 54
CRAMS- Absolute Returns
Company 1M (%) 6M(%) 12M(%)
Divi’s Labs -5.1 33 24.4
Dishman -7.7 -19 -22.4
Jubilant -10.6 -5.2 50
Piramal -2.1 13.3 375
Healthcare
1QFY11 Review
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Strong growth in Domestic markets: Most Indian companies, except
Cipla are likely to post healthy growth in domestic markets. On a low
base, growth is likely to be strong for Glenmark, Cadila and Dr Reddy’s
and Lupin. Ranbaxy may also post good numbers owing to success of
project “Viraat”.

US-Exclusivities (or their absence) will play a crucial role: In US, we
expect healthy growth for Lupin (ramp up in Antara) and Glenmark (ramp
up in Tarka). Sun Pharma is likely to witness revenue de-growth owing to
absence of revenues from Eloxatin, though it will be partially
compensated by revenues from Effexor XR, Optivar and Exelon. Generic
competition in Valtrex will result in dismal growth for Ranbaxy in US.

CRAMS- Recovering: In the CRAMS space, we expect Divi’s to report good
numbers, while DIshman may post marginal growth, bulk of which is
expected to come from Carbogen Amcis, while Indian CRAMS is expected
to remain flat. Piramal numbers are not comparable due to restructuring
of its business.

Margin growth to remain flat: While absence of Eloxatin for SUNP and
valtrex for Ranbaxy may depress their margins, Lupin is likely to benefit
from limited competition in Lotrel. Dr Reddy’ may also witness margin
expansion due to limited competition in Lotrel/Prograf, as 2QFY10
included inventory adjustment at Betapharm and Sumatriptan.

Currency Appreciation —Gain some, Lose some: Sequential appreciation
of Rupee vis-a-vis dollar will result in MTM Gains for Indian companies on
their foreign currency loans/FCCBs, though they may lose on their
unhedged receivables. Cipla is likely to be hit as most of its receivables
are outside India, and the company hedges on a month-to-month basis.
Ranbaxy, Bilcare and Aurobindo to likely to post MTM gains.

Valuations: We maintain our Buy rating on Glenmark and Bilcare. We
expect the quarterly results to indicate improvement in base business
along with a marginal improvement in margins for these companies. For
SUNP, we believe that absence of protonix and Eloxatin revenues can
hurt business going ahead. Thus, we maintain Neutral rating on the stock.
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Sun Pharma

YoY (ol:[el  After a strong 1Q11, revenue growth is expected to be muted, due to
(INR mn) 2QFY11E 2QFY10 AN A% KRN 7AN  absence of Eloxatin and protonix in the US. Domestic revenues are
likely to be healthy marginally propped by lower revenues in 2QFY10,

Revenues 10622 11852 -104 13997 -24 (due to spillover effect of channel inventory filling in 4QFY09) Margins
EBIDTA 3629 4473  -18.9 6160 -41  are expected to contract by 360 bps YoY, given no exclusivity
Adj PAT 3573 4538 213 5643 -37  [EVeNues.
Things to look for: Updates on Taro, Clarity on Protonix litigation and
Caraco progress
Glenmark
YoY QoQ

(INR mn) 2QFY11E 2QFY10 (%) 1QFY11 (%) Expect strong growth across US, India and semi-regulated markets
(ex LatAm). US revenues will slightly benefit from Tarka launch.

Revenues 6644 5903 13 5924 12 . . .
Better margins (expected to improve by 180 bps) and lower interest
EBIDTA 1641 1563 5 1301 26 (ost YoV, will propel strong PAT growth.
Adj PAT 1015 809 25 1556 -35
Things to look for: Pace of recovery in US and LatAm markets
Bilcare
YoY QoQ
(INR mn) 2QFY11E 2QFY10 (%) 1QFY11 (AN Strong growth in international markets and steady domestic business
Revenues 3291 2633 25 3085 7 Wwill drive growth. Margins likely to remain at similar levels. Interest
EBIDTA 763 606 26 776 o cost !ikp_ly to go up sharply due to additional debt (for INEOS
. acquisition)
Adj PAT 317 278 14 307 4

Things to look for: Progress of anti-counterfeit technology and clarity
on INEOS numbers
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From Jaypee Institutional Equities Desk

Derivatives Research Products

Strategy Reports

Pair Trades

identification of stock pairs based on cointegration and correlation

MNIFTY Strategies

Regular strategies based on market view e.g., straddle, skew, condor etc

Arbitrage Trades

Cash-Future and Special Situation Arbitrage

Mumero-Mania

Manthly Repaositary of trading strategies from the Derivatives Desk

Periodic Reports

Derivatives Daily

Dally update of the activities in the F&QO segment

Derivatives Weekly

Weekly update of the activities in the F&O seqgment

Rollover Analysis

Daily analysis of the rolls during the expiry week every month

Research Reports

Equity Research Products

Initiating Coverage

in depth analysis coupled with detailed explanation of investment rationale

Result Preview

Views and expectations on the stocks before the results are announced

Result Update

Analysis of the results announced and view on the stock after the results

Event Update

Analysis of stock/sector specific events which has occurred and its impacts

Impact

Technical Guide highlighting Index View, Potential Multi- Bogger Stocks, Dark
Horse Stocks, Index Stocks (Key) view, Dollar-Rupee view

Match

Technical analysis of Dollar Index and its constituents against INR

Warket Mirror/ Trump

Short and medium term wew on Nifty and Stocks

Edge

Captures investment oppaortunity in the Nifty stocks

Daily Reports

WMaorning Glance

Dally update of global news before the indian markets open

Currency Update

Analysis of the domestic currency market & outiook for the day

Post Market Summary

Daily market action and key statistics in a nutsheall

Commaod ity Market
Monitor

Snapshat of the commauodity market with outlook & trading strategies for
the day
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Disclaimer:

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. This
document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed and may contain confidential and/or
privileged material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited.

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information
herein on reasonable basis, Jaypee Capital Services Limited, its subsidiaries and associated companies, their directors and employees are under no obligation to
update or keep the information current. Also, there may be regulatory, compliance, or other reasons that may prevent Jaypee Capital Services Limited and
affiliates from doing so. We do not represent that information contained herein is accurate or complete and it should not be relied upon as such. This document is
prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the entire risk of
any use made of this information. Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation
of an investment in the securities of companies referred to in this document (including the merits and risks involved). The investment discussed or views
expressed may not be suitable for all investors. It does not have regard to the specific investment objectives, financial situation and the particular needs of any
specific Person/ Institutions etc. who may receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities or
investment strategies discussed or recommended in this report and should understand that statements regarding future prospects may not be realized and there
is substantial risk of loss. Jaypee Capital Services Limited does not take responsibility thereof.

Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's
fundamentals and, as such, may not match with a report on a company's fundamentals. Affiliates of Jaypee Capital Services Limited may have issued other
reports that are inconsistent with and reach different conclusions from, the information presented in this report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject Jaypee Capital Services
Limited and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to a certain category of investors. Persons in whose possession this document may come are required to inform themselves of, and to observe,
such applicable restrictions. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. Jaypee Capital
Services Limited will not treat recipients as customers by virtue of their receiving this report.

We and our affiliates, officers, directors, and employees will from time to time have long or short positions in, act as principal in, and buy or sell, the securities or
derivatives, if any, referred to in this research.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our proprietary trading
desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, our proprietary trading desks and investing
businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research.

Our research personnel may participate in company events such as site visits and are generally prohibited from accepting payment by the company of associated
expenses unless pre-approved by authorized members of Research Management.

Trading in securities, futures, options or other financial instruments entails significant risk and is not appropriate for all investors. Electronic trading also entails
significant risk. Losses may exceed the principal invested, and the past performance of a security, industry, sector, market, or financial product does not
guarantee future results or returns.

“Jaypee” refers to all of Jaypee’s worldwide branches and subsidiaries. Only Jaypee International Inc. is a member of FINRA, SIPC and NFA. Jaypee
International Inc. is a US Broker-Dealer. Only Jaypee Capital Services Limited is a member of SEBI - the regulatory body in India. Indian services are offered
through Jaypee Capital Services Limited. Not all services are available from all Jaypee organizations or personnel. Consult your local office for details.
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